
About the Company 

Incorporated in 1964, MSTC Limited is a trading company which deals in the export of 

scrap, it has grown into a large diversified, multi-product services and trading Company. 

The company’s Main Business Verticals are (i) Trading (ii) E-commerce, and (iii) Recycling 

through MMRPL (Mahindra MSTC Recycling Private Ltd). Trading is the biggest segment 

and contributed nearly 81% to MSTC revenues in H1 FY2019. Its top three customers in 

the trading line of business contributed 93.38% of total trading revenue in the half year 

ended on 30 September 2018. It has entered into the recycling business through a 50:50 

joint venture with MIL for setting up a shredding plant and collection centres across the 

country. MSTC started offering its e-auction platform to government departments and 

government controlled entities in 2002 before moving into e-procurement services in 2012. 

MSTC also develops e-commerce modules and has achieved status of CMMI Level 3 

maturity.

Competitive Strengths 

One of the leading PSU entities engaged in providing e-commerce services to 

customers in a most transparent, fair and secured manner: The Company has 

established itself as one of the leading e-commerce service providers in the country and 

also is one of the major players in trading of bulk raw material. The e-commerce segment 

contributed just 7% to MSTC’s total revenue for the six months ended 30 September 2018. 

However, it is noteworthy that e-commerce revenues have increased in each of the last 

three years and its contribution to MSTC topline jumped from 3.9% in FY2016. The 

Company believes that it has the competence to develop constructive partnerships with 

national, international, regional and local authorities. It is also offering e-auction platform to 

a large number of Government departments and Government controlled entities. It has 

conducted 28,600 auctions/events during Fiscal 2018 and 30,500 auctions/event for nine 

months period ended 31 December 2018. 

Ability to create a virtual marketplace for any physical commercial activity thereby 

creating value for all the Stakeholders: Its strength lies in its ability to convert any 

business activity conducted through brick and mortar method and/or in any other method to 

online activity. With an experience of over 1,90,000 auctions, serving over 1,10,000 users 

as at 31 December 2018, it has emerged as the preferred service provider for various 

government and Government controlled entities, many of which are repeat customers. 

Many of MSTC’s clients are engaging with it on a nomination basis based on the latter’s 

strong credentials in e-commerce vertical. 

First mover advantage on account of domain expertise in providing e-commerce 

services thereby helping to boost its business: The Company is in the forefront of the 

implementation of various initiatives of GoI such as Digital India to boast transparency and 

fairness. The company is the first to have conducted e-auction for sale of coal for Coal India 

Limited way back in 2004. Acknowledging its experience to handle critical, sensitive and 

time bound assignments, the Company has been mandated to conduct e-auction for sale 

of iron ore from Karnataka and allocation of coal blocks and mineral blocks of Iron ore, 

Limestone, Tungsten, Diamond, Gold and Bauxite Blocks in various states. It has 

developed and implemented e-reverse auction portal for imported thermal coal which has 

made import of coal easy, hassle free and economical. On behalf of certain oil marketing 

companies, it has developed online draw system for selection of dealership for LPG across 

the country.

Robust, advanced and scalable technology platform: The Company believes that its IT 

infrastructure is the most sophisticated and robust in the country which enables it to take up 

e-commerce services in a secure and transparent manner. Its IT department is equipped 
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Issue Highlights

Industry Trading

Offer for sale (Shares) 17,670,400

Employee reservation 70,400

Net Offer to the Public 17,600,000

Issue Size (Rs. Cr.) 213-227

Price Band (Rs.) 121-128

Discount offered to Retail &  Rs.5.50 per share

Employee investors 

Offer Date  13-Mar-19

Close Date 15-Mar-19

Face Value  10

Lot Size 90

Issue Composition

Total Issue for Sale  17,600,000

QIB  13,200,000 

NIB  2,640,000 

Retail  1,760,000 

In shares

Objects of the Issue

Ÿ To carry out the disinvestment of 17,670,400 Equity 
Shares by the Selling Shareholder in Company 
constituting 25.10% of Company’s pre-Offer paid up 
Equity Share capital

Ÿ To achieve the benefits of listing the Equity Shares on the 
Stock Exchanges.

Ÿ The company will not receive any proceeds from the 
Offer and all proceeds shall go to the Selling Shareholder.

Shareholding Pattern (%)

Particulars Pre-issue Post -issue

Promoters & promoters group 100.00% 74.90%

QIB 0.00% 18.75%

NIB 0.00% 3.75%

Employee reservation 0.00% 0.10%

Retail 0.00% 2.50%

Total 100.00% 100.00%

*Calculated on the upper price band

SMC Ranking

(1.5/5)



with the powerful servers having robust processing power and can handle thousands of concurrent 

hits. It believes that its hands-off, automated bidding services has instilled credibility and trust in its 

customer relationships for many years. The company too believes that its technology platform has a 

high level of reliability, security and scalability and has been designed to handle high transaction 

volumes

Strategies

Diversifying its customer portfolio to increase private clientele in its e-commerce vertical: The 

Company is considering to onboard clients from private sector and improve the mix of both 

government and private clients. The company intends to offer the solutions which it has developed for 

its PSU clients to other companies in the private sector. 

Continue to focus on and further develop e-commerce business by capturing the untapped 

markets: The Company has said that it will continue to expand its areas of e-commerce operation 

with its expertise to convert any physical commercial activity to online activity. The company has 

recently launched JaivikKheti portal for sale of organic farm produce throughout India at the behest of 

Ministry of Agriculture, GoI. Organic farmers serve as the sellers, and the bidders include a variety of 

processors, traders, and even individual consumers. Besides, it is engaging with the GoI for 

implementation of its various flagship innovative schemes through its e- commerce portal. One such 

scheme is disinvestment of CPSEs through the e-commerce route and the same is being 

spearheaded by DIPAM for divestment of PSU through a digital portal.

Foray into e-commerce backed trading for better price discovery and transparent transactions: 

The company is also gearing up to take up e-commerce enabled trading business. As per the 

company, this model will be a less risky business than the existing trading business model and would 

provide for better price discovery, transparent transactions and global reach. The company will 

engage in e-commerce driven trading by discovering the price through e-reverse auctions for 

procurement of raw materials.

Diversify into B2C segment: With the advent of government policies pertaining to implementation of 

GST and e-way bill, the need for transparency in metal trading has buoyed up. The company would 

like to capitalise on this development. It will endeavour to bring more metal producers on MSTC Metal 

Mandi portal to sell metals such as steel, aluminium to customers, thereby creating centralised online 

portal for all of each such metal trade. “M3” mobile app has been launched in order to connect with the 

retail buyers and assist them in placing orders on the go using a smart phone. This will help the 

company to cater to a large customer base as compared to traditional trading. The company further 

plans to launch e-shopping mall for handicrafts, apparels, painting, etc. in various states to promote 

Cottage Industries tie up with state governments.

Develop the recycling business: The Company intends to further augment and develop its recycling 

business by investing in recycling capacity building. The company is spearheading various initiatives 

of converting presently unorganized recycling sector into an environmentally sensitive recycling 

sector. In addition to its expansion in the auto shredding venture, it will in the future foray into recycling 

of e-waste. 

Risk Factors

Significant pricing pressure: India’s B2B e-commerce industry is characterized by low entry barriers. 

There are new companies which are venturing into B2B e-commerce and may engage themselves in 

conducting e-auction and/or e-procurement without proper infrastructure. It may lead to an increase 

in the competition in the segment in which it operates.

Negative cash flows: The Company has experienced negative cash flows in the past. Any negative 

cash flow in the future could adversely affect the results of operations and financial condition

Dependent heavily on few customers: The Company is heavily dependent on a few customers for 

majority of its revenues from trading line of business. In the event, it is unable to seek business from 

such customers on a continuous basis or if the amount of business from such customers reduces or 

gets discontinued, its revenue may be adversely impacted.
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Currently facing a dispute with Standard Chartered Bank: The Company is currently facing a 

dispute with Standard Chartered Bank, wherein all freehold buildings of its Company are under 

attachment in terms of the order of DRT, Mumbai, which if it not concluded in the Company’s favour 

could adversely affect its business, results of operations and financial conditions.

Industry Outlook

India is the seventh largest country by geographical area, second largest country by population, and 

third largest economy in terms of GDP at PPP. India's GDP is expected to reach US$ 6 trillion by FY27 

and achieve upper-middle income status on the back of digitisation, globalisation, favourable 

demographics, and reforms. E-commerce stands for electronic commerce and is emerging as a fast 

way of conducting business. The World Trade Organization (WTO) defines e-commerce as: The 

production, distribution, marketing, sale or delivery of goods and services by electronic means. As the 

industry is progressing towards maturity and competition getting intense in the overall e-commerce 

industry, the B2B players are elevating themselves from providing just an online platform for trading to 

a total solution provider that meets various requirements of a buyer / supplier using that platform. 

Trading in goods forms an integral part of any economy and facilitates the production and sale of end 

products which are purchased by the consumer.

Peer comparison

There are no comparable listed companies in India engaged in the same line of business as the 

company, hence comparison with industry peers is not applicable.

Valuation

Considering the P/B ratio on the upper price band of Rs.128 , book value and P/B of Sep FY18 are  

Rs.46.58 and 2.75 multiple respectively and at a lower price band of Rs. 121  P/B multiple is 2.60. No 

change in pre and post issue Book Value as the company is not making fresh issue of capital.

Outlook

MSTC’s fortunes are closely linked with its trading business which is driven by the requirements of 

other government departments and government controlled entities. The company has incurred 

losses in the last few years due to bad debt adjustments and deferred tax thereon. Moreover, the 

company has experienced negative cash flows in the past. Any negative cash flow in the future could 

adversely affect the results of operations and financial condition. A risk taking investor may opt the 

issue for long term. 

An Indicative timetable in respect of the Issue is set out below:
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EVENT INDICATIVE DATE

  (On or about)

Bid/Offer Opens Date March 13, 2019

Bid/Offer Closing Date March 15, 2019

Finalisation of Basis of Allotment with the Designated Stock  March 20, 2019

Exchange

Initiation of refunds (if any, for Anchor Investors)/unblocking  March 22, 2019

of funds from ASBA Account

Credit of Equity Shares to depository accounts of Allottees March 25, 2019

Commencement of trading of the Equity Shares on the Stock March 26, 2019

Exchanges
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Annexure

Consolidated Financials

Profit & Loss Rs. in Cr.

Particulars 6 Months Ended  12 Months Ended  12 Months Ended
 30-Sep-18 31-Mar-18 31-Mar-17

Total Operating Income management fees 1,476.91 2,265.40 1,739.22

Total expenditure 1,410.26 2,678.64 1,613.04

Operating Profit 66.65 -413.24 126.18

OPM% 4.51 -18.24 7.25

Other Income 14.64 527.75 136.98

PBDIT 81.29 114.51 263.16

Depreciation 6.38 12.39 12.13

PBIT 74.91 102.12 251.03

Interest  33.46 67.36 67.72

PBT before Share of profit/(loss) of Joint 41.45 34.76 183.31

Ventures 

Share of profit/(loss) of Joint Ventures -0.985 -1.31 -0.47

PBT  40.47 33.45 182.84

tax 56.35 39.93 43.64

Profit After Tax -15.88 -6.48 139.20

Balance sheet is on next page
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Balance Sheet

Particulars 30-Sep-18 31-Mar-18 31-Mar-17

Non-current assets   

Property, plant and equipment 70.42 67.71 64.19

Capital work-in-progres 16.94 10.44 2.18

Intangible assets 1.05 1.33 1.64

Financial Assets   

Investments in Joint Venture 7.82 8.80 2.63

Trade receivables 0.00 0.44 0.05

Other financial assets 25.54 55.56 80.49

Non-current tax assets (Net) 39.41 57.15 15.17

Deferred tax assets (net) 263.73 281.58 317.05

Other non-current assets 16.68 10.40 3.93

Total non-current assets 441.58 493.41 487.33

Current assets   

Inventories 5.84 4.16 74.39

Trade receivables 3188.15 3616.76 3459.81

Cash and bank balances 150.87 175.86 90.24

Other bank balances 402.87 378.94 398.60

Other financial assets 48.15 51.78 69.62

Other current assets 16.254 14.36 17.18

Assets held for sale 2.919 2.59 2.64

Total current assets 3815.05 4244.45 4112.48

Total Assets  4256.63 4737.86 4599.81

Non-current liabilities   

Borrowings 3.341 0 0

Trade payables 0.264 0.264 0.264

Other financial liabilities 0.853 0.94 0.68

Provisions 56.991 89.334 65.29

Other current liabilities 8.038 7.369 5.68

Total non-current liabilities 69.49 97.91 71.91

Current liabilities   

Borrowings 298.60 766.18 688.35

Trade payables 2190.13 2603.82 2559.68

Other financial liabilities 1,314.68 855.69 810.53

Other current liabilities 29.672 26.58 16.44

Provisions 25.89 21.27 46.8

Liabilities directly associated with assets  0.25 0.25 0.07

classified as held for sale

Total current liabilities 3859.22 4273.79 4121.87

Total 3928.71 4371.70 4193.78

NET Worth 327.92 366.16 406.03

Net worth represented by:   

Share capital 35.20 35.20 17.60

Other Equity 292.72 330.96 388.43

   

Net Worth 327.92 366.16 406.03

Rs. in Cr.



Corporate Office:

11/6B, Shanti Chamber,

Pusa Road, New Delhi - 110005

Tel: +91-11-30111000

www.smcindiaonline.com

E-mail: smc.care@smcindiaonline.com

Disclaimer: This Research Report is for the personal information of the authorized recipient and doesn't construe to be any investment, legal or taxation advice to the investor. It is only for private circulation and use. 
The Research Report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such. No action is solicited on the basis of the 
contents of this Research Report. The Research Report should not be reproduced or redistributed to any other person(s)in any form without prior written permission of the SMC. The contents of this material are 
general and are neither comprehensive nor inclusive. Neither SMC nor any of its affiliates, associates, representatives, directors or employees shall be responsible for any loss or damage that may arise to any person 
due to any action taken on the basis of this Research Report. It does not constitute personal recommendations or take into account the particular investment objectives, financial situations or needs of an individual 
client or a corporate/s or any entity/s. All investments involve risk and past performance doesn't guarantee future results. The value of, and income from investments may vary because of the changes in the macro and 
micro factors given at a certain period of time. The person should use his/her own judgment while taking investment decisions. Please note that SMC its affiliates, Research Analyst, officers, directors, and employees, 
including persons involved in the preparation or issuance if this Research Report: (a) from time to time, may have long or short positions in, and buy or sell the securities thereof, of the subject company(ies) mentioned 
here in; or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company(ies) discussed 
herein or may perform or seek to perform investment banking services for such company(ies) or act as advisor or lender/borrower to such subject company(ies); or (c) may have any other potential conflict of interest 
with respect to any recommendation and related information and opinions. All disputes shall be subject to the exclusive jurisdiction of Delhi High court.

SMC Global Securities Ltd. (hereinafter referred to as “SMC”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the business of broking, depository services and related 

activities. SMC is a registered member of National Stock Exchange of India Limited, Bombay Stock Exchange Limited, MSEI (Metropolitan Stock Exchange of India Ltd) and M/s SMC Comtrade Ltd is a registered 

member of National Commodity and Derivative Exchange Limited and Multi Commodity Exchanges of India and other commodity exchanges in India. SMC is also registered as a Depository Participant with CDSL 

and NSDL. SMC’s other associates are registered as Merchant Bankers, Portfolio Managers, NBFC with SEBI and Reserve Bank of India. It also has registration with AMFI as a Mutual Fund Distributor. 

SMC is a SEBI registered Research Analyst having registration number INH100001849. SMC or its associates has not been debarred/ suspended by SEBI or any other regulatory authority for accessing /dealing in 

securities market. SMC or its associates or its Research Analyst or his relatives do not hold any financial interest in the subject company interest at the time of publication of this Report. SMC or its associates or its 

Research Analyst or his relatives do not hold any actual/beneficial ownership of more than 1% (one percent) in the subject company, at the end of the month immediately preceding the date of publication of this 

Report. SMC or its associates its Research Analyst or his relatives does not have any material conflict of interest at the time of publication of this Report. 

SMC or its associates/analyst has not received any compensation from the subject company covered by the Research Analyst during the past twelve months. The subject company has not been a client of SMC 

during the past twelve months. SMC or its associates has not received any compensation or other benefits from the subject company covered by analyst or third party in connection with the present Research Report. 

The Research Analyst has not served as an officer, director or employee of the subject company covered by him/her and SMC has not been engaged in the market making activity for the subject company covered by 

the Research Analyst in this report.

The views expressed by the Research Analyst in this Report are based solely on information available publicly available/internal data/ other reliable sources believed to be true. SMC does not represent/ provide any 

warranty expressly or impliedly to the accuracy, contents or views expressed herein and investors are advised to independently evaluate the market conditions/risks involved before making any investment decision. 

The research analysts who have prepared this Report hereby certify that the views /opinions expressed in this Report are their personal independent views/opinions in respect of the subject company.

RANKING METHODOLOGY

WEAK

NEUTRAL

FAIR

GOOD

EXCELLENT
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Graham Firth Steel Compound, Off Western 
Express Highway, Jay Coach Signal, Goreagon 
(East) Mumbai - 400063

Tel: 91-22-67341600, Fax: 91-22-67341697

Kolkata Office:

18, Rabindra Sarani, Poddar Court, Gate No-4,

5th Floor, Kolkata - 700001

Tel.: 033 6612 7000/033 4058 7000
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